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THE BABCOCK & WILCOX COMPANY 


FIFTY-EIGHTH ANNUAL REPORT 


NEW York, N. Y., March 2, 1939. 


TO THE STOCKHOLDERS: 


The Fifty-eighth Annual Report of The Babcock & Wilcox Company is submitted 
herewith. 


Consolidated net loss for the year 1938 amounted to $8,089,191.17 compared with 
a net profit of $1,804,829.09 for the year 1937. The very unsatisfactory results in 
1938 were chiefly due to the following causes: 


The BABCOCK & WILCOX COMPANY: Shipments. The 1938 shipments were 
only slightly more than half of those of 1937. Wage Rates. The average wage rates 
prevailing during 1938 were higher than those in 1987 and were substantially higher 
than those that prevailed in 1936. As predicted in last year’s annual report, a large 
part of the orders completed in 1938 were taken on the basis of much lower wage rates 
and at a time when competition did not permit the inclusion of contract provisions for 
adjustments in prices on account of subsequent wage rate increases either in the shops 
or in field erection. For more than a year now, it has been possible to incorporate in all 
contracts of any magnitude wage rate adjustment clauses with respect to erection 
labor, although it is still not yet possible to obtain contract price protection against 
advances in shop wages. Practically all of the old contracts taken at prices which did 
not reflect present wage rates have been completed. Guarantee Costs. Costs of 
corrective work incurred in 1938 were unusually high in respect of high pressure, 
high temperature boiler units. Such costs may be considered as in the nature of devel- 
opmental work. It is felt that the Company’s experience as a result of the difficulties 
encountered and overcome will result in much lower costs of this character. En- 
gineering Staff. It is impossible in a business such as this to increase and decrease 
the engineering staff in accordance with fluctuations in orders taken. Even during 
periods such as the present, this staff is busy making necessary engineering studies, 
both at customers’ requests and otherwise. Furthermore, these are men long trained 
in the Company’s business, and if they are released they cannot be rehired, nor can 
others of similar or adequate experience be found when required. 


THE BABCOCK & WILCOX TUBE COMPANY: Shipments for 1938 were only 
slightly more than half of those of 1987. There were no reductions in wage rates 
and relatively small reductions in the cost of steel, in spite of the fact that during a 
considerable portion of the year prices of finished products had fallen as low as before 
the increases in labor and steel costs which commenced in 1936. 


Consolidated unfilled orders were $14,790,997.17 on December 81, 19388, as 
compared with $18,183,253.50 on December 31, 1937. The difference is due almost 
entirely to a decrease in orders for erection and supply of equipment which the Company 
does not manufacture; the orders to be manufactured in the Company’s plants are 
within $335,000 in value of those at the end of 1937. These figures represent 
orders taken by the parent company and its wholly owned subsidiaries, including 
orders taken by such companies from controlled companies, but excluding inter- 
company orders between the parent company and wholly owned subsidiaries. 


Expenditures for plant and equipment during the year totaled $298,314.88. 
Most of these expenditures were to complete additions commenced in 1937. No further 
authorization for major expenditures is contemplated at present. The Companies’ 
plants are in good condition and well equipped. 














During the past year the Company’s engineering and manufacturing departments 
were engaged in developmental work of various kinds and with gratifying results. A 
great deal of data was obtained with respect to operation of the Company’s products 
under various conditions. The most outstanding development was improved equipment 
for separating moisture and impurities from steam before it leaves the boiler drum. 
This new device also separates steam from the boiler water, thereby improving circu- 
lation within the boiler. Clean steam is essential for the best operation of high pressure 
steam turbines and other modern power plant equipment. 


There are submitted herewith consolidated balance sheet as of December 31, 1938, 
and consolidated profit and loss account and surplus account for the year 1938, of the 
parent company and its wholly owned subsidiaries—The Babcock & Wilcox Tube 
Company and National Drill & Manufacturing Company. The statements are certified 
by Barrow, Wade, Guthrie & Co., certified public accountants. There are also sub- 
mitted similar statements for the year 1937 for purposes of comparison. 


Inventories in the 1938 balance sheet are stated at approximately their aggregate 
market value, which is less than their aggregate cost to the Company by about 1%. 
Current inventories at plants represent materials required for firm orders plus small 
stocks of various kinds of materials and supplies which the Company always carries. 


In the past, costs of corrective work on installations previously completed have 
been charged directly against earnings as the costs were incurred. This may, as in 
the case of last year, result in charges of this character in a particular period dis- 
proportionate to the value of installations completed in that period and accordingly 
disproportionate to profits taken up during that period. In order to minimize the 
likelihood of such disproportionate charges, it is planned that as corrective work costs 
are incurred after December 31, 1938, they will be charged against reserves created 
before the costs were incurred. It is estimated that such costs in connection with 
installations completed prior to January 1, 1939, will be somewhat less than the con- 
tingency reserve included among the December 31, 1938 balance sheet reserves; and 
there are not, as far as is now known, any other amounts which it is expected will be 
charged to this reserve. Accordingly, such portion of this reserve as may be 
necessary will be used for this purpose. In order to cover corrective work on installa- 
tions completed after December 31, 1938, such reserve will be increased by charges 
against earnings at the time profits are taken up on such installations. 


In the report for 1937 it was stated that the Board of Directors had voted to 
recommend that the Company’s shares be split up so that stockholders would receive 
three no par shares for each share held previously. This was approved by the stock- 
holders at the annual meeting held April 6, 1988. The purpose was to afford a broader 
market for the shares. The report also stated that the Board had voted to apply for 
the listing of the Company’s stock on the New York Stock Exchange and accordingly 
to register the stock under the Securities Exchange Act of 1934, as amended. The 
stock split-up materially increased the marketability of the Company’s shares, as 
indicated by the fact that the number of shares traded on the New York Curb Ex- 
change increased from 114,075 in 1937 to 166,100 in 1938, such figures being in each 
case adjusted to reflect the 3 for 1 split-up. Inasmuch as the main purpose of the 
Board had been attained, it concluded to defer listing and registration for the present. 


It is difficult to predict what the results for 1939 will be. More inquiries are 
being received than during most periods in 1938, and if a substantial proportion of 
these result in orders it is reasonable to expect improvement over last year. 


The Board expresses its appreciation to the members of the organization for their 
efforts and loyalty during the past year. 


By Order of the Board of Directors, 
A. G. PRATT, 
President. 


THE BABCOCK & 
AND WHOLLY OWN 


Consolidated Balance Sheets as 


ASSETS 
Dec. 31, 1938 
CURRENT ASSETS: 


COR: ncdansasGeanesecaun so iecnewaeeassavue $ 2,201,368.50 


Accounts and Notes Receivable (Less Reserve 
for Doubtful Accounts and Notes—Dec. 31, 
1938, $96,323.04—Dec. 31, 1937, $97,000. 45) 5,468,293.15 


CTA . SUNN, 6 akg 349 RK ENS WED Cee 18,398.89 


Inventories: 
Raw Materials and Supplies, Work Com- 


pleted and in Progress ............ §,412,131.01 


TOTAL CUBBENT ABENTE 5 occcciccccccsvns $13,100,191.55 
INVESTMENTS: 

Stocks of Controlled Companies ............ $ 2,830,711.29 

Stocks and Bonds of Other Companies ...... 2,324,307.14 

$ 4,655,018.43 

TO NOD. sic cadccsekeaa ents chaeeekencis 963,320.00 

TOTAL: ENVEBTMENTE on cccpnctcccenckeae $ 3,691,698.43 


FIXED ASSETS: 


Property, Plant and Equipment—Active—Less 
SRI. 55 ka cab Geewesd Oks Mise eens $ 6,152,623.01 


Property, Plant and Equipment—Idle ....... 477,150.41 


$ 6,629,773.42 
WE «ou cs ca eware cRe ace a RI eae ee a ekese 1.00 


BOCAL. FUSED AOOMTM oo sik dc civesddccicce $ 6,629,774.42 


OTHER ASSETS: 


Accounts and Notes Receivable, Not Current 
(Less Reserve—Dec. 31, 1938, $20,116.42— 


mee; GL, 198, SEO LISS) ccc ccswcwenas $ 18,750.00 
DEFERRED CHARGES AND PREPAID EXPENSES ...... $ 105,472.90 
$23,545,887.30 


NoTE: The City of Jersey City, N. J., 
tangible personal property of the C 
extent of the Company’s liability, i 


Dec. 31, 1937 


$ 2,231,621.38 


9,022,802.45 
1,117.79 


6,688,585.37 


$17,944,126.99 


$ 2,533,715.29 
2,324,314.93 


$ 4,858,030.22 


961,839.79 


$ 3,896,190.43 


$ 6,458,187.71 
477,465.41 


$ 6,935,653.12 


1.00 


$ 6,935,654.12 


$ 653,249.55 


$ 650,821.84 


$29,480,042.93 






VILCOX COMPANY 
ED SUBSIDIARIES 





: December 31, 1938 and 1937 


: 


LIABILITIES AND CAPITAL 


CURRENT LIABILITIES: 
Accounts Payable 
Notes Payable—Banks 
mere ~~ ECreene a eg 
Advance Payments on Contracts ............ 
Provision for Federal Income Tax ........... 


TOTAL CURRENT LIABILITIES ............ 


RESERVES: 
Contingent and Sundry ......cccccccsecscss 


CAPITAL STOCK AND SURPLUS: 
Capital Stock 


Dec. 31, 1938 


$ 904,364.55 
500,000.00 
664;790.20 
193,097.61 

4.47 


$ 2,262,256.83 


$ 1,028,889.87 


Authorized—In 1938 1,000,000 shares without par value 


$17,600,000.00 


In 1937 250,000 shares without par value 
Issued —In 19388 681,000 shares ....... 

In 1937 227,000 shares ....... 
DNR “Sian cgknage ce aes aw sws bo OKone soo Kos 


Less—Capital Stock held in Treasury—at cost 
(in 1938 9,030 shares—in 1937 3,010 
shares) 


CAPITAL STOCK AND SURPLUS ........... 


instituted 
mpany for the 
any, has not 


roceedings to assess the in- 
ears 19387 and 1938. The 
en determined. 


2,855,681.17 


$20,455,681.17 


200,940.57 


$20,254,740.60 


$23,545,887.30 


Dec. 31, 1937 


$ 1,645,436.61 
2,000,000.00 
873,427.57 
157,800.36 
232,949.12 


$ 4,909,613.66 


$ 1,170,500.00 


$17,600,000.00 
6,000,869.84 


$23,600,869.84 


200,940.57 


$23,399,929.27 


$29,480,042.93 


THE BABCOCK & WILCOX COMPANY 
and Wholly Owned Subsidiaries 


CONSOLIDATED PROFIT AND LOSS ACCOUNTS 
For the years ended December 31, 1938 and 1937 


Loss on Operations, after Selling, Ad- 
ministrative and General Expenses, 
including provision for Doubtful Ac- 
counts and Notes, but before Depre- 
COE | 6 ka sh ad die OAR Se Oa 


Depreciation of Buildings, Machinery and 
IRAN, GOR. 65.066 EK 4B oe 


Net Loss on Operations ...... 


OTHER INCOME: 


Income from Investments (see also 
is. GRUED Gnidia.’ ca 4 cao es 


Interest and Exchange .......... 


ROE PO eka cc euwe ewe oe we 


Loss before Federal Income Taxes ..... 
Provision for Federal Income Tax ..... 


Net Loss Transferred to Surplus Account 


Company’s equities in net profit of com- 
panies more than fifty percent owned 
but not wholly owned, less dividends 
ROE 7 gh secede vacwn ahh wba 


*Indicates Profit. 


Year ended 


Dec. 31, 1938 


$3,045,776.78 


603,076.62 


$3,648,853.40 


$ 538,105.46 
31,052.88 


$ 569,158.34 
$3,079,695.06 


9,491.64 


$3,089,186.70 


4.47 


$3,089,191.17 


$ 31,134.14 


Dec. 31, 1937 


*$1,850,960.55 


530,295.04 
*$1,320,665.51 


$ 715,515.70 
9,648.69 
$ 725,164.39 


*$2,045,829.90 
22,987.02 


*$2,022,842.88 
218,013.79 


*$1,804,829.09 


$ 105,421.51 








THE BABCOCK & WILCOX COMPANY 


and Wholly Owned Subsidiaries 
CONSOLIDATED SURPLUS ACCOUNTS 


For the years ended December 31, 1938 and 1937 


Year ended 
Dec. 31, 1938 Dec. 31, 1937 
SURPLUS AT BEGINNING OF YEAR ....... $6,000,869.84  $5,088,990.75 
DEDUCT—Net Loss for the Year ... 3,089,191.17 * 1,804,829.09 
$2,911,678.67  $6,893,819.84 
DEDUCT: 

Cash Dividends Declared ..... $ 56,750.00 $ 908,000.00 

Less—Amount received on Capi- 
tal Stock held in Treasury . 752.50 15,050.00 
Net Cash Dividends ......... $ 55,997.50 $ 892,950.00 
SURPLUS AT END OF YEAR ............ $2,855,681.17 $6,000,869.84 


*Indicates Profit 





AUDITORS’ CERTIFICATE 


To THE Bascock & WILCOX COMPANY, 
New York, N. Y. 


We have made an examination of the Consolidated Balance 
Sheet of The Babcock & Wilcox Company and its wholly 
owned Subsidiaries as at December 31, 19388 and of the 
related Consolidated Profit and Loss and Surplus Accounts 
for the year 1938. 


In connection therewith, we examined or tested account- 
ing records of the Companies and other supporting evidence, 
and obtained information and explanations from officers 
and employees of the Companies. 


We also made a general review of the accounting methods 
and of the operating and income accounts for the year, but 
we did not make a detailed audit of the transactions. 


In our opinion, based upon such examination, the accom- 
panying Consolidated Balance Sheet and related Consolidated 
Profit and Loss and Surplus Accounts fairly present in 
accordance with accepted principles of accounting consist- 
ently maintained by the Companies during the year under 
review, the consolidated position of The Babcock & Wilcox 
Company and wholly owned Subsidiaries as at December 31, 
19388 and the result of their operations for the year in 
consolidated form. 

BARROW, WADE, GUTHRIE & Co. 
Accountants and Auditors. 


New York, N. Y., March 1, 1939. 





BABCOCK & WILCOX PRODUCTS 


WaTER-TUBE Borers 
For STATIONARY Power PLANTS 
For MARINE SERVICE 


WAaATER-COOLED FURNACES 
SUPERHEATERS 
DESUPERHEATERS 
ECONOMIZERS 

Atr HEATERS 
PULVERIZED-CoaL EQUIPMENT 
CHAIN-GRATE STOKERS 


Om BuRNERS 


Gas BuRNERS 

MULTIFUEL BURNERS 
STACKS AND BREECHINGS 
SEAMLESS TUBES AND Prre 
REFRACTORIES | 
Process EQUIPMENT 


B & W-TOMLINSON 
RECOVERY PROCESS 


PULVERIZERS FOR CEMENT MATERIALS, 
Rock Propucts, AND OREs 


ALLoy CASTINGS 


BRANCH OFFICES AND REPRESENTATIVES 


ATLANTA, GA. - - - Candler Bldg. 
Boston, Mass. - - - 49 Federal St. 
Cnicaco, Int.- - - Marquette Bldg. 
CINCINNATI, O. - - - Carew Tower 
CLEVELAND, O. - - Guardian Bldg. 
Darvas, TEX. - - - - Magnolia Bldg. 
DENVER, Coto. - 444 Seventeenth St. 
Detroit, Mich, - - - ~- Ford Bldg. 
GALVESTON, TEX.- - ~- Security Bldg. 
Houston, Tex. - - - Electric Bldg. 


Los ANGELEs, CauiF. - Richfield Bldg. 
New Or.Leans, LA. 


Whitney Bank Bldg. 


New Yorn, N. Y. - - 85 Liberty St. 
PHILADELPHIA, Pa, - - Packard Bldg. 
PrrrsBuRGH, Pa. - - ~- Koppers Bldg. 
PORTLAND, ORE. - - - Failing Bldg. 


St. Louis, Mo.- Railway Exchange Bldg. 
SaLtT Lake City, Uran - Kearns Bldg. 
SAN Francisco, Cauir. - 450 Mission St. 
SEATTLE, WASH. - - - Smith Tower 


SANTURCE, PuERTO Rico 
267 Fernandez Juncos Ave. 
HAVANA, CUBA Lamparilla No. 204 


Hono uv, T.H. - Castle & Cooke Bldg. 
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